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SUBJECT: Policy with Respect to the Audit of Borrowers? Records 


1. It is the policy of the Ruval Electrification Administration to 
require that borrowers' records be audited annually. Such audits 
will be made by employees of the Rural Electrification Administra- 
tion except as the Administrator shall otherwise direct. While 
audits conducted in accordance with this policy are of primary 
concern to the Government in its interest as mortgagee, it is recog- 
nized that the audit incidentally provides important information 
for efficient and economical management by borrowers of their 
business affairs. Therefore, the Agency will provide the borrower 
with a written report on the audit of the borrower's records. 


2. Ordinarily field auditors are not expected to attend borrowers' 
boards of directors' meetings for the purpose of discussing the 
results of the audit before ti has received final review and ap- 
proval by the Regional Head, Finance Division. In those instances 
where a borrower specifically requests the field auditor to dis- 
cuss the preliminary conciusions of the audit with the board of 
directors, the field auditor may do so provided the auditor has 
clearance with. the Regional Head, Finance Division. Before giving 
clearance the Regional Head, Finance Division, shall confer with 
the Regional Head, Management Division, to determine whether there 
are any circumstances that would make it undesirable for the field 
auditor to discuss his preliminary audit conclusions with the 
board of directors. If clearancé is given to the field auditor, 
-his comments shouts be confined to; 


a. A statement that the conclusions are preliminary pending final 
review and approval, 

b. Factual data of an accounting and financial nature, 

c. The necessary corrections recommended to make the borrower's 
records more accurate or complete. 


3. Field auditors may give recommendations to borrowers' bookkeepers for 
necessary corrections in their accounting records, and such recom- 
mendations may be discussed with both the manager and the bookkeeper 
of the borrower without prior approval. 
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When it is determined by an analysis of operating and financial 
reports that a borrower Has attained the operating and financial 5 
standards established by. the Administrator, the borrower is required «4% 
to have its records (except for loan fund expenditures ) audited “enn, ae 
annually by certified public accountants in accordance with Rural 
Electrification Administration standards and to provide the Rural 
Electrification Administration with copies of the audits. In such 
instances, the certified public accountants shall be selected by 
borrowers subject to the approval of the Administrator. In those ™ 
instances where @ borrower's records are required to be audited by 
certified public accountants, employees of the Rural Electrification 
Administration will continue to audit disbursements of loan funds by 
the borrower. : ee ee) cm 


This Bulletin supersedes all other existing instructions in conflict 


‘with.the provisions. of the Bulletin 
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